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3enata  BJLU  Bor.Jlo  of  this  Tear^proposed  a mandatory  budget^calendar  fo; 

, .ij  K=f.  »•  V’'’ 


^•^'^oaton^djamiring  adoption  of  the  budget  by  January  1,  rather  than  long  after  the  start  , «i 

. > fff , ^ 

Of  each  ixscal  yearo  . J^flcul^ies  connected  with  final  details  of  the  bill  preTa.'d'ijd 


i^^jfiflAtiva  acceptance  of  the  aeasure  and  it  was  referred  to  a special  conai salon  fOtt*'  ! 
v;^'-  V '■  1 , ft 

Hither  study  and  reoonaendation  i i 


vv  ^ ■' 


:p^' 
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- At  thb  public  hearing  of  this  CoBmission  three  we^s  ago,  it  was  felt  that^ 


wiiMl^flculties  ooonectedUwith  the  terms  of  Senate  Bill  HOi  510  eight  be  eliainnTcd  - 

-*.»V  " ... 

^^by  starting  the  City*s  fiscal  year  each  July  1.  Such  a change  as  this  was  Bade  when  ^ 
barter  of  New  Tork  City  was  recently  adoptedo  , , . . 

►:•  ntv"' 

Before  submitting  a report  on  Senate  Bill  Noo  510,  the  Boston  Municipal  Re|^5l 


?'■ 


^ bureau  'h^  [ttierefore  porepared  this  memorandua  discussing  the  advantages  and  disadvantageifr 


®:  fiscal  year  for  Boston  starting  on  July  Ic  When  the  Coaoisaion  reaches  a decision 

^ • '^e«pi 


^•ii| 


between  ^e  present  practice  and  the  July  1 fiscal  year  discussed  in  this  oai|K)randua,  the 


Re  search -Bureau  will  then  submit  a specific  report  working  out  the  details 'of  a comnleta 
oalondar  adjusted  to  that  major  deolsioa«  V 


»0  ^ i 

Boston's  present  fiscal  period  Is  identical  with  the  calendar  year  and  almost  ' 
the  sane  as  the  poetical  year  startlz^  the  first  Monday  of  Januaryr  Other  Uarisachuse'  ts 
’cities,  after  long  effort,  have  also  been  placed  on  a January  1 basis*  The  fiscal  year 
of  the  ConDozxwealth  is  December  1 - Hovember  30  r. 


Advantages  of  July  1 Fiscal  lear 


>y  ! • 


. iBMr  JMfltraotiflns  Prior  to  July  Xc  Budget  preparation  in  the.  period  before 

* > ■ - . .-y*  ' ' s 

July  1 has  the  advantage  of  separating  budget-making  ftron  the  distractions  of  summer 


vacations  and  the^  autumn  election  season,  ifcider  present  procedure,  with  a delayed  buoge\^'  * 
consideration  oooxirs  during  the  springe  Combining  budget  calendar  revision  with  a change 


to  a Ji^  1 fiscal  year  would  not,  therefore,  be  so  sharp  a break  with  past  habits  and 


» 


traditions  of  the  Mayor,  Council and  School  Committee  ..  . 
p^’  .L>  ^ 

lMl«r  ld.1u»tm;nt  Wh^  Mi. 

Every  four  years  a new 


^mayor  takes  office  | and  every  two  years  a new  olty  council  and  .two  (or  three)  of  the 

* , i. 
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flro  school  oonuBlttae  menbars  asaxmia  office.  Those  individuals,  many  of  them  m essar- 
1X7  unfamiliar  with  their  official  duties,  are  plunged  at  once  into  the  moat  important 
of  their  functions  - preparation  of  and  action  on  the  budget. 

(1)  Mayor*  When  a new  mayor  is  now  inaugurated  in  early  January,  he  confronts 
a situation  of  bewildering  complexity o The  difficulty  of  his  task  is  increased  by  the 
fact  that  many  department  heads  take  office  at  the  same  time  and  areequally  at  sea  with 
respect  to  their  duties^ 

If  the  financial  year  began  on  Jiily  1,  an  incoming  mayor  would  have  severai 
months  to  prepare  his  budget  and  he  could  make  his  influence  felt  more  IncisiTely*  In 
contrast,  budget  calendar  revision  relating  to  a January  1 fiscal  year  would  necessitate 
some  special  provision  whereby  an  Incoming  mayor  odght  make  changes  in  the  budget  as 
prepared  by  his  predecessor  and  adopted  hy  the  former  City  Council,  many  of  whom  migh., 
be  "laano-ducks"*  Such  a process  would  be  hurried  emd  perhaps  unsatisfactoryo 

(2)  City  Coimcll,,  There  is  a varied  turn-over  of  Cllgr  Councilors.  Duricg 
last  four  ■unicipel  elections  9p  6,  12  and  10  of  the  22  Councilors  did  not  continue  In 
office®  With  a July  1 financial  year,  the  new  council  could  act  on  tlie  budget  before  tiie 

Mriod  atartst  With  a Jantiary  1 year,  special  provision  is  necessary  so  tliat  tl;e 
new  Cv>uncll  may  act  upon  any  budget  revisions  which  an  incoming  mayor  aiay  recommend  each 
four  years® 

(3)  School  Committee.  At  each  biennial  mtnicipal  election,  either  two  or  three 
school  committee  members  are  chosen  to  take  office  the  following  January©  The  school  com- 
mittee normally  takes  up  the  budget  two  or  three  months  after  the  present  fiscal  year 


begins  on  January  1©  A July  1 fiscal  year  would  permit  new  members  to  consider  ti^ie  biidget 


xn  tne  sprlz^g  ana  act  beiore  toe  year  bogjins. 

Coordinates  Bcttwp  M±th  School  _Iear«  Another  advantage  of  the  July  1 date  is 
that  the  natural  school  year  runs  from  September  through  June®  The  present  January  1 
fiscal  T^ar  contains  the  latter  half  of  one  school  year  and  the  first  half  of  the  next© 


Bnahlea  AdJuatiytal 


^'Xtent  .to  which  state 
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ard  local  affairs  interlock  is  well-known e The  official  estimate  of  the  state  tajc  and 
metropolitan- assessments  have  heretofore  not  been  announced  until  two  months  of  the 
January  1 fiscal  year  have  elapsedo  A July  1 fiscal  year  would  enable  the  City  to  pass 
its  budget  by  July  1 on  the  basis  of  known  amounts  of  sta-te-controlled  eaqpenseso 

Pisadvmntages  of  July  1 Fiscal  Year 

Out  of  Step  With  Procedure  gLsewhere  In  the  State  , Hot  \mtil  1934  wei'e  all 
the  municipalities  brought  Into  line  and  a unifoorm  fiscal  year  established  for  Hassa- 
chxxsette  cities  and  townso  This  change  was  undoubtedly  made  to  assist  the  collection  of 
local  financial  statistics^  and  more  particularly  to  facilitate  uniform  procedure  in 
connection  with  state-local  fiscal  relations  o Application  of  the  July  1 year  to  Boston 
alone  would  i^set  the  uniformity  among  Massachusetts  cities  and  towns o 

Transition  Difficulties  A change  in  the  fiscal  year  from  a January  1 to  a 
July  1 basis  clearly  requires  an  outright  six-month  transition  period,  unless  the  shift 
is  made  gradually o lonediate  bridging  of  the  initial  six-month  gap  may  be  done  in  one 
of  two  ways , First,  Boston  could  have  a brief  six-month  fiscal  year  and  than  start  on 
the  July  1 baslSo  Second,  the  City  could  have  a single  eighteen-month  fiscal  period 
before  getting  off  on  the  new  basis^ 

Both  present  difficultiesc  The  princlpel  complications  would  occur  in  the 
Clty*s  financial  departments o Obviously  .the  Assessing,  Budget,  end  Collecting  Departments 
w<mld  be  primarily  affected,  although  every  city  •gmuj  would  have  to  adjust  Itseli',  in 
some  degree,  to  the  special  aituatloilf. 

The  taxpayer  would  also  be  affectedo  The  shift— over  in  tax  collection  procedure 
might  entail  mailing  two  tax  bills  within  the  same  twelve-mon-th  Interval,,  The  first  of 

these  tax  bills,  covering  six  months  of  city  o:qpenditures,  would  have  to  be  paid  in  the 

• * 

spring  of  the  year,  much  earlier  than  is  now  the  oaseo  The  second,  covering  twelve  months 
starting  July  1,  would  have  to  be  paid  either  in  two  equal  mandatory  installments  or,  as 
at  present,  without  eny  penalty  with  respect  to  the  first  installmanto  It  is  not  possible 
to  mail  an  aighteear-month  tax  bill,  payable  in  -three  installments  unless  a biidget  or  budgets 
have  been  enacted  for  that  complete  perlodi*> 


4 


-4- 


■ r* 


While  the  inconvenience  wotild  not  recuT|  there  would  be  antagonism  from 
indivlduBle  who  are  not  permuided  that  budget  calendar  revision  is  highly  desirable  a 

The  general  and  special  statutes  relating  to  Boston  are  filled  with  references 
to  the  January  1 ->  December  31  period  and  local  govemzaent  oust  adjust  for  these  calend^' 
year  provisionso  The  most  important  exaayle  is  the  aT^piial  exchange  of  payiaents  between 
the  State  and  the  cities  and  towns* 

In  act  changing  Boston*  s fiscal  year  to  July  1 would  require  a coiqprehensivr 
search  to  diacover  what  statutory  changes. are  necesSaryo  Special  adjustments  of  state- 
wide laws  must  also  be  made  for  a July  1 fiscal  year  in  Boston  while  other  cities  and 
towns  continue  on  a JanxLary  1 basiSo 

AppUcatica  of  July  1 Hscal  Tear 

This  section  indicates  in  general  terms  the  measures  which  would  be  needed  to 
apply  the  July  1 fiscal  year  locally.  For  purposes  of  discussion  it  is  assv»ed  that 
requisite  legislation  will  be  passed  during  the  1941  session  establishing  a July  1 fiscal 
year  for  Boston  as  of  1942 » and  a budget  calendar  insuring  that  the  annual  budget  goes 
into  effect  before  the  revised  fiscal  year  beginSo  A new  city  administration  will  ta!«> 
office  January,  1942* 

To  make  the  transition  the  Research  Bureau  has  asstmied  a short  fiscal  yecLr 
covering  the  first  half-  of  1942f  thus  enabling  the  City  to  establish  Itself,  on  the  new* 
basis  beginning  July  1,  1942* 

Sxpenditiare  Asxiects  of  the  Tex  Rate,,  There  are  no  special  problems  in  estimat- 
ing requirements  for  January’-  - June,  1942,  and  annually  as  of  July  1 thereafter  for  city, 
county  and  school  budgets,  debt  service  chargee  and  pension  fund  req\2irements*  With 
respect  to  pension  costs  a statutory  change  must  be  made  to  cover  actuarial  requirements 
for  the  first  half  year©  As  for  the  Traffic  Tunnel,  ti^  axuiual  deficit  must  now,  by 
statute,  be  paid  in  the  following  year  beginning  January  1<  This  deficit  could  be  incor- 
porated six  months  later  in  the  fiscal  year  starting  on  the  next  July  1*  An  alternative 
would  be  an  Intearvening  six-memth  fiacail  period  in  order  to  place  subsequent  tunnel  years 
on  a July  1 basisc 
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There  remain  certain  more  difficult  aspects  of  local  expenditure  - Boston*  b 
share  of  the  EXerated  deficit  (including  the  Boylston  Sto  Extension),  MetropolitM 
aasessmenti  and  the  state  tax.  The  I94I  Elevated  items  involve  other  cities  which  would 
continue  on  a January  1 basis;  hence  the  easiest  solution  would  be  to  pay  Boston's 


share  from  the  tax  levy  for  the  fiscal  year  starting  July  1,  I942;  As  for  the  1942 

state  tax  and  netropolitan  itm  the  City's  share  had  bast  also  be  met  frcm  the  tax  levj’ 

for  the  year  1942-43*  This  j*>eans,  of  course,  that  substantial  items  wo'old  be  omitted 

It 

fipom  the  initial  si»-»onth  budget,  thus  probably  requiring  special  adjustment  as  described 

' V-  a 

later  to  avoid  a iMrked  warlatlon  in  the ' tax  rate  for  that  period!  ^ ^ ' 


If  it  Is  thoug^it  desirable  the  1942  state  tax  could  be  split  into  two  portions,  ’ ' 
of  irtiieh  one  portion  would  be  charged  to  the  transition  six-aonth  budget  of  early  1942a  * 


TiiereafW  similar  allx>catians  would  be  necessary  for  all  subsequent  periods  starting 
July  lo  A special  problem  would  then  arise  every  two  years.  For  example  during  the 
fiscal  year  starting  July  1,  1942,  it  would  be  extremely  difficult  to  estimate  Boston's 
share  of  the  state  tax  covering  ^ first  half  of  State's  1943  fiscal  year;  a solu- 
tion would  be  a revised  tax  bill  in  Boston  for  the  last  half  of  each  alternate  fiscal  year. 


Ineome  Aspects  of  the  Tax  Rate..  Estimates  can  be  made  of  city,  school  ati4 

county  departmental  Income,  ^eluding  annual  fees,  permits  and  charges,  for  a six-month 

transition  budget,  IHstortion  might  occur  in  the  transition  budget  because  of  uneven^  ' '' 

\ * 

seasonal  flow  of  income  but  there  would  be  no  such  difficulty  for  succeeding  annual  period-. 
^ The  same  e<maideratlon  holds  for  the  poll  and  auto  excise  taxes  which  would  be 


levied  and  collected  as  at  present.  In  connecUon  with  the  poll  tax  it  nay  be  deemed 
preferable  to  have  a |l  tax  apply  for  the  six-month  transition,  and  thereafter  use  a $2 
tax  as  at  present.  As  for  the  excise  tax,  a question  arises  as  to  de-tiraiination  of  the 
"average  tax  rate"  for  the  Coamnwealth  which  is  used  in  levying  this  excise.  The  tax  rate  - 
for  Boston's  new  July  1 year  would  have  to  be  included  with  the  January  1 fiscal  year 
elsevheire. 

r’ 

®^‘^**^®^ihuted  revenues  mre  of  great  importance  to  the  tax  rate.  If  ouch 
revenues  for  I94?  were  applied  in  full  to  the  fiscal  year  starting  July  1,  1942,  the  ^ ^ 


a; 
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tranaitioxial  budget  and  tax  rate  in  Boston  might  be  throen  out  of  line.  A solution  of 
this  jaroblem  would  bo  the  exclusion  of  all  state  items  of  expenditure  and  income  in  com- 
puting the  tax  rate  for  thi  s six  month  periodo  If  as  a result  the  tax  rate  is  out  of 
line,  an  alterative  method  would  be  an  arbltrar7  ruling  fixing  the  same  tax  rate  for 
this  period  as  was  in  rffect  during  194lo  Special  provision  would  then  be  necessary  to 
take  care  of  any  resulting  surplus  or  deficit* 

, The  foregoing  discussion  does  not  cover  the  City’s  Water  Departmento  While  a 

six-month  transitional  budget  would  probably  be  desirable  no  difficulties  arise  with 
% 

respect  to  water  Income  since  water  bills  are  sent  out  quarterly^ 

Other  Aspects  of  City  yinances,>  There  remains  the  question  of  property  assess^ 
ments  axid  tax  billing.  If  assessments  are  reqvdred  on  both  January  1 July  1 of  1942 
the  work  of  the  Assessing  Department  will  be  increased^  This  extra  work  could  be  elim- 
inated if  the  January  1 assessment  could  legally  be  used  as  the  basis  for  paying  both 
the  transitional  and  annual  tax  levies  of  the  following  eighteen  months.  In  either  event, 
special  statutory  arrangements  would  be  necessary  to  cover  tax  appealso 

Two  tax  bills  wo\dd  probably  be  necessary  in  1942,  one  in  the  spring  providing 
for  the  six-month  transitional  period,  the  other  for  twelve  months  laalled  later  in  the 
year  with  or  without  a petailty  on  the  first  Installment . 

Syomaary  1^ 

Advantages  of  a July  1 fiscal  year  arei  (1)  preparation  and  adoplion  of  the 
budget  document  would  fall  in  a better  time  of  year,  and  (2)  no  special  legal  provisions 
would  be  necessary  so  that  newly-elected  city  and  school  officials  might  revise  the  budgets 
adopted  prior  to  their  taking  office  in  Janxiary. 

Disadvantages  of  a July  1 fiscal  year  aret  (1)  ^Boston  would  be  out  of  line  with 
the  fiscal  periods  of  the  Comnonwealth  and  other  cities,  and  (2)  various  technical  diffi- 
culties arise  in  effecting  a tremsition  from  a January  1 to  July  1 basis®  These  dis- 
advantages, however,  become  of  minor  importance  once  statutory  revisions  have  been  made  ' 
and  the  transitional  six-month  budget  is  past® 


^ t 


